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Renewal of U.K. Stand-By Arrangement with Fund 


The International Monetary Fund has agreed, at the 
request of the Government of the United Kingdom, to 
renew for one year a stand-by arrangement under which 
the United Kingdom may purchase with sterling up to 
the equivalent of US$738,530,000 in foreign currencies 
at any time during the next 12 months. The stand-by 


arrangement between the Fund and the United Kingdom 

has been in effect since December 22, 1956. It has not 

been drawn upon to date. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., December 16, 1957. 


IBRD Agreement to Lend to Pakistan Corporation 


The International Bank for Reconstruction and Devel- 
opment has entered into a formal agreement to lend $4.2 
million to the Pakistan Industrial Credit and Investment 
Corporation Limited, which has been formed by Pakistan, 
U.K., U.S., and Japanese private investors to promote the 
growth of private industry in Pakistan. The Bank had an- 
nounced last September that it would make the loan to the 
Corporation after it had been established (see this News 
Survey, Vol. X, p. 114). The Corporation was established 
under Pakistan law on October 2, 1957, and it was given 
authority to commence business on November 26, 1957. 

The loan is guaranteed by the Government of Pakistan. 
It is for 15 years and bears interest of 554 per cent, 
including the 1 per cent commission which is allocated to 
the Bank’s Special Reserve. The proceeds will be used to 
pay for imported equipment, materials, and services 


Europe 


U.K. Trade 


According to provisional figures of the Board of Trade, 
the value of U.K. exports f.o.b. in November was £286.9 
million; imports c.i.f. amounted to £320 million; and 
re-exports were £11 million. Thus the trade deficit, which 
had risen in October to the high figure of £70 million 
(see this News Survey, Vol. X, p. 174), fell to £22 mil- 
lion, the smallest deficit for any month in the last seven 
years with the exception of October 1954, when trade 
was affected by the dock strike, and November 1956, 
when shipping delays occurred because of the Suez crisis 
(see this News Survey, Vol. IX, p. 198). 

Fluctuations in imports from month to month are 
difficult to explain. But it is possible that by November 
some elements of import demand may have been damp- 


required to carry out industrial projects financed by the 
Corporation. 

The Pakistan Industrial Credit and Investment Cor- 
poration is the fourth privately owned development cor- 
poration which has been formed with financial or tech- 
nical assistance from the World Bank. The others are 
the Industrial Development Bank of Turkey, which was 
established in 1950 and has received $18 million in loans 
from the World Bank; the Industrial Credit and Invest- 
ment Corporation of India, to which the World Bank lent 
$10 million when the Corporation was established in 
1955; and the Development Finance Corporation of 
Ceylon, which was formed in 1956. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
December 18, 1957. 


ened by the new monetary stringency, or some buyers, in 
this period of falling prices, may have tried to pare down 
their orders in anticipation of further cheapening. Im- 
port prices are now lower than they were two years ago, 
and the combined import bill for this October and 
November just equaled that for the same two months 
of 1955. 


The recovery of exports was not spectacular. The mar- 
gin of expansion in U.K. export trade seems to have nearly 
disappeared; in the first 11 months of this year, exports 
were only 4% per cent more in value than in the same 
months of 1956; most of this increase must be repre- 
sented by higher prices, leaving perhaps a bare 1 per 
cent rise in the volume of exports. 


Source: The Economist, London, England, December 14, 
1957. 


The News Survey will not be published on December 27, 1957 or January 3, 1958. The next number to be 
issued will be No. 26, dated January 10, 1958. 
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Price Policy in France 


Between the end of August and the end of Novem- 
ber 1957, consumer prices in France increased by 5.2 per 
cent and wholesale prices by 7.5 per cent. The rise was 
due largely to increases in the domestic prices of food 
products and of fuels and to the extension, on October 28, 
of the 20 per cent surcharge to imports of raw materials 
and fuels (see this News Survey, Vol. X, p. 154). Despite 
the price freeze on manufactures as of August 28, further 
price increases have occurred since that date. In early 
November, the Government decided to review the whole 
price structure and to stabilize prices at a level higher 
than the one prevailing. The principal measures taken 
since then are as follows: 

1, The Government decreed increases in the prices of 
gasoline, electricity (by 5 per cent), gas (by 2 to 8 per 
cent), railroad fanes (by 20 per cent for first-class pas- 
senger travel and 9 per cent for second-class), and freight 
charges (some 10 per cent). The official justification was 
the increase in the price of coal resulting from the imposi- 
tion of the surcharge on coal imports. As before, how- 
ever, the effects of the 20 per cent surcharge on the price 
of manufactures were to be absorbed by the manufac- 
turers; the price increase could be passed on to cus- 
tomers only to the extent that it exceeded 2 per cent. 


2. Since it became increasingly difficult to maintain 
the price freeze, as costs increased and some firms were 
in fact selling their products at higher prices, the Gov- 
ernment allowed price increases for some 60 commodities 
and services. Of these, 18 were food products (e.g., 
horsemeat, beer, rabbit, chicken) , 15 were chemical prod- 
ucts, 15 were steel products (e.g., cars), and 12 were 
services. 

3. The Government decided to reduce subsidies and to 
reinstitute indirect taxes, which had been temporarily sus- 
pended on a certain number of products in 1956 and 
1957. This decision meant a reduction in public expen- 
diture by some F 74 billion, and increased the prices of 
a number. of commodities, such as bread, pork, and 
newspapers. 

4. The law on special powers in the economic and fiscal 
field (see this News Survey, Vol. X, p. 180) was finally 
passed by the Parliament on December 12. Using the 
powers conferred by this law, the Government raised the 
“value added” tax on a number of commodities (e.g., 
household appliances, radios and television sets, toys, 
leather goods, rugs, alcoholic drinks, perfumes, jewels, 
scooters, yachts, etc.) from 25 per cent to 27.5 per cent 
on December 16, so that prices of these commodities rose 
accordingly. 

5. The Government decided to create a committee of 
three experts, with powers to take appropriate action to 
check further price increases. It also affirmed its inten- 
tion to check speculative price increases by importing 
some food products (pork, eggs, and wine). 


M. Gaillard, the Prime Minister, declared on Decem- 
ber 6 that the measures taken by the Government would 
probably result in a 5 per cent increase in the general 
price level. 

The legal minimum wage rose by 5.9 per cent on Au- 
gust 1, 1957 (see this News Survey, Vol. X, p. 50), when 
the consumer price index exceeded 149.1 (1949=100). 
In accordance with the law of June 26, 1957, it will be 
raised by another 4 per cent on January 1, 1958, since 
the consumer price index (June 30, 1957=100) has 
exceeded the critical level of 102 during two consecutive 
months (October and November). Because of the price 
measures taken by the Government, a further increase in 
the legal minimum wage is expected in the spring of 1958. 


Sources: Le Monde, Paris, France, December 4, 5, 8, 9, 
13, and 14, 1957. 


Belgian Foreign Borrowing | 


Under an arrangement with the Belgian Government, 
a group of West German banks (headed by the Deutsche 
Bank Aktiengesellschaft and including the Deutsche Giro- 
zentrale and the Rheinishe Girozentrale und Provinzial- 
bank) has undertaken to purchase BF 2,400 million 
(equivalent to DM 200 million) of Belgian Treasury 
bonds. The bonds have a maturity of 15 months and 
carry an interest rate of 5.25 per cent per annum. It was 
reported that half of the operation, involving BF 1,200 
million, was effected on November 30 and that the rest 
would be effected early in December. The proceeds of 
the loan are transferred through the mechanism of the 
European Payments Union. In addition to these govern- 
ernment borrowing operations, the Société Nationale du 
Logement (a Belgian nonprofit financial institution pro- 
viding credits for dwelling construction) borrowed 
Sw F 75 million (approximately BF 850 million) on the 
Swiss market in the last week of November; these funds 
were transferred through the National Bank of Belgium 
and thus added to its reserves of convertible currencies. 
Sources: La Libre Belgique, Brussels, Belgium; Decem- 

ber 8 and 9, 1957. 


Economic Developments in Iceland 


The results of Iceland’s 1957 winter fishing season 
were considerably poorer than those of 1956. Although 
the summer herring catch was larger than in 1956— 
105,000 metric tons against 83,000 tons—less of the 
catch was suitable for salting. In the first nine months 
of 1957, the total fish catch was 376,670 metric tons, or 
about the same as in the corresponding period of 1956. 
Of the catch of cod and related species, the quantity 
salted or dried was less than in 1956, and the quantity 
which was frozen was greater. 

Farming has been favorable in 1957; the hay and 
potato crops were very good. In the first half of 1957, 
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the dairies received 14.6 per cent more milk than in the 

first half of 1956. Butter and cheese production rose 

sharply, and some exports of cheese were started. 

Monetary developments this year have given little rise 
to optimism. In the first ten months, total credit expanded 
by IKr 356 million, or 15 per cent, compared with an 
increase of IKr 256 million in the same period of 1956. 
The increase this year was due mostly to larger loans 
granted against agricultural and fishery products and to 
the Government. The position of the Treasury is now 
more difficult than it has been during recent years. 

The excess of imports over exports in the first ten 
months of 1957 was IKr 246 million (US$15.1 million), 
slightly smaller than in the corresponding period of 1956. 
Earnings on invisibles have been considerably below 
those in 1956, mainly because of less work for the U.S. 
Defense Force at Keflavik Airport; in the first seven 
months of this year, such earnings were [Kr 70 million 
($4.3 million), against IKr 138 million ($8.5 million) 
in the first seven months of last year. The net foreign 
exchange debt of the banks rose by [Kr 118 million 
($7.2 million) in the first ten months of 1957; in the 
same period of 1956, the increase amounted to [Kr 82 
million. The serious foreign exchange position has made 
it necessary for the banks to limit foreign exchange pay- 
ments even more than in earlier years. 

Sources: National Bank of Iceland, Fjdrmdlatidindi, 
July-September 1957, and The National Bank 
of Iceland and the Statistical Bureau of Iceland, 
Statistical Bulletin, November 1957, Reykjavik, 
Iceland. 


West German External Debts 


Following numerous suggestions pertaining to the rapid 
repayment of the foreign debts of the Federal Republic 
of Germany, in order to reduce its balance of payments 
surpluses, the Deutsche Bundesbank has published a 
special study on ‘the country’s external indebtedness. The 
inquiry is concerned only with those foreign debts for 
which prepayment could be envisaged; these are the pre- 
war and postwar debts as fixed under the various London 
Debt Agreements of 1953, which totaled approximately 
DM 9 billion at the end of September 1957. Of this 
amount, a little less than DM 4 billion represents private 
and public prewar debts, and a little more than DM 5 bil- 
lion, public postwar debts. 

Since the London Agreements have come into force, 
total repayments—both under regular schedules and ac- 
celerated repayments, such as those made recently to the 
United Kingdom—have amounted to DM 3.17 billion. 
The repatriation of German foreign bonds totaling 
about DM 600 million could be added to this sum, but 
the sale of German securities to nonresidents during this 
period has been even larger, so that the net effect has 


been an increase in West Germany’s external obligations 
in respect of securities. 


The inquiry concerns itself with several categories of 
external debts, for which accelerated repayment is either 
impractical or would appear to have little effect in reduc- 
ing present European balance of payments difficulties. 
Several public and private prewar obligations, amounting 
to almost DM 800 million, fall in this category. The 
Federal Government’s postwar debts to the United States, 
amounting to almost DM 4.7 billion, also do not appear 
suitable for this type of operation, nor would an accel- 
erated repayment of certain U.S. claims, amounting to 
DM 350 million, help reduce present intra-European pay- 
ments difficulties. 


Thus, of the total sum of about DM 9 billion, about 
DM 5.8 billion has to be excluded as unsuitable for the 
type of repayment operation which -has been: proposed 
in many quarters. Of the remaining DM 3.1-3.2 billion 
(nominal value) , foreign holdings of German dollar bonds 
amount to DM 930 million. These bonds are now held 
almost exclusively in the United States and in Switzer- 
land. Although the early repatriation of these bonds 
appears advantageous for several reasons, such an opera- 
tion would not ease the balance of payments difficulties 
in Europe. The same may be said for the total of Swiss 
claims toward Germany which, aside from the above 
dollar bonds, is estimated to exceed DM 1 billion. The 
reason is that Switzerland has so far insisted that any 
repayment of outstanding Swiss claims would have to 
take place outside the regular channels of the European 
Payments Union (EPU). 


These considerations reduce the residual amount to a 
maximum of DM 1.3-1.4 billion. A little less than half 
of this sum consists of postwar debts vis-a-vis the United 
Kingdom and France; the remainder comprises German 
external bonds now held in various EPU countries (out- 
side Switzerland). The early repayment or repatriation 
of such external bonds would again raise certain diff- 
culties in respect.of the internal financing .in cases. where 
the issuer has been a private firm, a land, or a munici- 
pality. 

The report mentions several additional difficulties that 
would arise in connection with a large-scale operation 
involving the rapid repayment of all or part of this 
residual debt of DM 1.4 billion. To cite but one diffi- 
culty: West Germany would be compelled to extend its 
offer of repayment of European prewar loans to those 
loans which were issued in hard currency. Hence, an 
amount several times that which would benefit members 
of the EPU would be involved. 


Nonetheless, the Bundesbank is in favor of further 
efforts to accelerate repayment in order to reduce the 
European payments imbalance. The study is designed 
merely to give a realistic appraisal of the actual magni- 
tudes involved in such operations, which are consider- 
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ably smaller than the total amount of foreign debts still 

outstanding today. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 
furt am Main, Germany, November 1957. 


Export-Import Bank Loan fo Austria 


The Export-Import Bank of Washington has recently 
increased to $28.1 million the credit granted to Oster- 
reichische Alpine Montangesellschaft, a major Austrian 
steel company. In May 1957, a credit of $20 million 
had been granted (see this News Survey, Vol. IX, p. 343). 


The supplemental credit of $8.1 million will enable the 
company to complete its purchases of machinery and 
electrical equipment from U.S. suppliers for its current 
expansion program. About half of the total cost of the 
program, which includes the construction of buildings 
and auxiliary facilities at various plants located in the 
Province of Styria, will be financed by the company out 
of its own resources. The supplemental credit, like the 
original credit, will be guaranteed by the Austrian Gov- 
ernment and will be repayable in 27 approximately equal 
semiannual installments beginning August 15, 1962. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., November 27, 1957. 


Middle East 


Egypt's Balance of Payments 


Provisional estimates for the first half of 1957 show 
that Egypt’s balance of payments on current account was 
substantially in equilibrium (a deficit of LE 0.3 million), 
in contrast to a deficit of LE 13.2 million in the corre- 
sponding period of 1956 and of LE 7.6 million in the first 
half of 1955. The improvement in 1957 was due to 
higher export proceeds, import restrictions, the budget- 
ing of foreign exchange expenditure in general, and lower 
payments on invisibles following the nationalization of 
the Suez Canal Company. With imports valued at LE 94.4 
million in the first half of 1957 (LE 109.9 million in the 
corresponding period of 1956) and exports valued at 
LE 86.2 million (LE 81.8 million), the trade deficit was 
LE 8.2 million (LE 28.1 million). As receipts on invisi- 
bles during the first half of 1957 amounted to LE 29.6 
million (LE 49.4 million) and payments were LE 21.7 
million (LE 34.4 million), net receipts from invisibles 
amounted to LE 7.9 million. The large decline in the 
receipts on this account was due mainly to the fall in 
Suez Canal dues (LE 13.6 million). The Canal was 
closed during the first quarter of the year. The decline 
in invisible payments was partly due to the fall in pay- 
ments of interest and dividends (LE 5.8 million). 


In the first half of 1957, Egypt’s sterling balances 
declined by LE 13.4 million; other foreign exchange 


holdings rose by LE 4.2 million; the liabilities to the 
International Monetary Fund (representing purchases) 
increased by LE 5.2 million; and there was a decline of 
LE 14.6 million in liabilities to the Sudan arising from 
partial repayment in sterling for Egyptian currency with- 
drawn from circulation in that country. As a result of 
the implementation of the financial agreement concluded 
in 1957 (see this News Survey, Vol. IX, p. 323), Egypt's 
liability to the Sudan arising from Egyptian currency in 
circulation there, as well as the indebtedness of the 
National Bank of Egypt to its offices in the Sudan, reached 
nearly LE 25 million. While this liability was partially 
reduced by the sterling payment to the Sudan Govern- 
ment (LE 14.6 million), the remaining part (LE 10.3 
million) was changed from a liability in Egyptian pounds 
into a foreign currency liability. 

The regional distribution of the balance of payments 
during the first half of 1957 shows that Egypt incurred 
a current account deficit of LE 8.3 million with Western 
Europe, which was almost offset by surpluses with other 
regions. These surpluses were LE 3.1 million with Middle 
Eastern countries, LE 2.8 million with the United King- 
dom and the rest of the sterling area, LE 1.5 million with 
Eastern Europe, LE 0.2 million with the American mone- 
tary area, and LE 0.4 million with the rest of the world. 
Source: National Bank of Egypt, Economic Bulletin, 

Cairo, Egypt, Vol. X, No. 3, 1957. 


Israel's Supplementary Budget 


A supplementary budget, totaling [£39.3 million, 
passed its first reading in Israel’s Parliament on Novem- 
ber 25. When the Minister of Finance presented it earlier 
in the month, he reviewed some aspects of the country’s 
economy in 1957. In the first ten months of the year, the 
population rose by 6.5 per cent as a result of immigration 
and natural increase. Industrial production in the first 
half of the year was 12 per cent more than in the first 
half of 1956; and agricultural production in the crop 
year 1956-57 exceeded that in the previous year by 10 
per cent. Although the value of exports in the first ten 
months of 1957 was $26 million greater than a year 
earlier, the adverse trade balance increased, since the 
value of imports rose by $28 million. Direct controls on 
certain imports were liberalized, but duties and other 
levies were imposed to prevent an excessive expenditure 
of foreign currency. The over-all deficit in the balance of 
payments in the first half of 1957 was less than in the 
same period of 1956 because of a reduction in foreign 
currency expenditure on defense. The Sinai campaign 
had a far-reaching effect on the economy and the budget. 
It had not been possible by economies to offset entirely 
the security expenditures of 1£350 million incurred before 
and during the campaign. 

The largest item in the supplementary budget is an 
increase of I£20 million in allocations for subsidies, 
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partly to keep the cost of living index from rising and 
causing substantial increases in cost of living allowances 
to wage earners. Other expenditures are on account of 
immigration. A supplementary development budget is 
likely to be presented in the near future. 


Sources: The Jerusalem Post, Jerusalem, Israel, Novem- 
ber 13 and 26, 1957. 


Far East 
Oil Development Program of India 


Details of an agreement between the Government of 
India, the Burmah Oil Company, and its subsidiary, the 
Assam Oil Company, were announced in the Indian 
Parliament on December 6. A company, in which the 
Government’s holding will be one third, will undertake 
the production of oil and arrange for the construction 
and operation of a pipeline or such other related facilities 
as may be deemed necessary for the transport of crude 
oil from Nahorkatiya, Hugijan, and Moran, in Assam, 
to Barauni in Bihar. 

Oil produced by the company will be sold to two re- 
fineries sponsored by the Government. The delivered 
price of crude oil payable by each refinery will be either 
the lowest price delivered at Calcutta, where crude oil 
can be secured by the refinery from any alternative 
source, or the cost incurred by the company plus a reason- 
able commercial return, whichever is less. The price, 
which is subject to government approval, will be fixed 
by the company after costs have been examined; it will 
be subject to review every half year. To meet the foreign 
exchange cost of the first of the two stages of construc- 
tion of the pipeline, the Burmah Oil Company has offered 
to advance a sterling loan of £10 million to the company, 
on terms to be agreed between the company and the 
Government. 

In addition to a refinery at Barauni, it is proposed 
that a refinery be located at an intermediate point be- 
tween the oilfields and Barauni. It is likely to be located 
somewhere in Assam, and it is expected to commence 
operations in about three years. 

The Nahorkatiya fields alone are estimated as capable 
of producing 2.5 million tons of oil per annum, which is 
approximately half of India’s current annual require- 
ments. 

Source: The Financial Times, London, England, Decem- 
ber 7, 1957. 


Indian-West German Debt Settlement 


The Government of India has negotiated with the Gov- 
ernment of the Federal Republic of Germany, the 
Deutsche Bundesbank, and a German banking group a 
three-year moratorium on credits amounting to nearly 
£50 million, mainly on account of the £75 million steel 


mill at Rourkela, Orissa State, being built by Krupp- 
Demag A. G. India has also requested three-year credits 
from German exporters in respect of new deliveries. 
Imports into India from West Germany in 1956 amounted 
to £69.6 million, while Indian exports to West Germany 
amounted to only £16 million. 


Source: The Financial Times, London, England, Novem- 
ber 16, 1957. 


National Income Estimates for Viet-Nam 


The national income of Viet-Nam in 1955 is estimated 
by the National Bank at VN$61.8 billion; on the basis 
of a population of 12,261,000, the per capita income was 
VN$5,043 (US$144). However, because of the large 
proportion of peasants in the total population and their 
notoriously low income and standard of living, the per 
capita figure has been adjusted downward to VN$4,000 
(US$114). 


The largest share of national income (23.7 per cent) 
originated in trade activities; the second largest was in 
agriculture and cattle breeding (23.5 per cent), followed 
by industry (10 per cent). 

Source: The Times of Viet-Nam, Saigon, Viet-Nam, No- 
vember 9, 1957. 


Japan's Cotton imports 


Cotton imported by Japan during the last complete 
marketing season (August 1956-July 1957) is reported 
to have reached the highest total in 20 years. At 2,929,000 
bales, imports were 23 per cent more than in the preced- 
ing season, but still considerably below the 4,693,000 
bales recorded for 1936-37. 


U.S. cotton imports by Japan also set a new high for 
the past 20 years, reaching 1,425,000 bales, or nearly half 
the total imports, compared with 768,000 bales, or 32 
per cent of the total, for the previous year. Imports from 
Brazil, Mexico, India, Egypt, and Pakistan also were 
substantial. 


Cotton consumption in Japan rose in the 1956-57 
period to 2,750,000 bales, an increase of 19 per cent over 
the preceding year when consumption was 2,312,000 
bales. 

Source: The Journal of Commerce, New York, N. Y., 
November 26, 1957. 


Malayan Tin Output 


Following the decision of the International Tin Council 
to restrict tin supplies by imposing export quotas, Malaya 
took steps to reduce the output of its tin mines by over 
30 per cent during the three-month control period be- 
ginning December 15. This means a production cut of 
more than 4,500 tons, to keep Malayan produced exports 
at 10,125 tons in the period. For the first ten months 
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of this year, Malayan production was 48,998 tons. The 
reduction in output may cause considerable unemploy- 
ment among the 40,000 mineworkers and a loss of revenue 
from export duties. Tin prices rose after the decision 
of the Tin Council was announced. 


Source: The Financial Times, London, England, Decem- 


ber 7, 1957. 


Restrictive Measures in the Philippines 


In a step aimed at slowing the drain on reserves of 
U.S. dollars, the Central Bank of the Philippines has 
suspended bank credit, halted the import of nonessential 
goods, and banned the remittance of dollar profits out 
of the country. The suspension of bank credit has sharply 
affected the import program, which has been affected also 
by a requirement ‘that cash deposits cover from 50 per 
cent to 200 per cent of the required outlay for imports. 
When the Bank acted, U.S. dollar reserves were less than 
$100 million, equal to needs for about two months. 
Sources: The Wall Street Journal and Philippine Asso- 

ciation, Philippine Newsletter, New York, N. Y., 
December 13, 1957. 


United States and Canada 


U.S. Foreign Trade and Tariffs 


Four studies relating to U.S. trade and tariffs, under- 
taken at the request of a Congressional Committee on 
Foreign Trade Policy, have been published by the U.S. 
Department of Commerce. Two of the reports discuss 
the vital role of foreign trade in the U.S. economy and 
recent developments in the nation’s international com- 
merce; the other two present an analysis of the U.S. 
tariff, including the effects of changes in rates of duty, 
and discuss problems involved in international compari- 
sons of tariff levels. 

In the United States, industries manufacturing agricul- 
tural, mining, construction, metal working, and other 
machinery and transportation equipment, and the metals, 
petroleum, rubber, and coal industries, rely heavily on 
exports, including ocean transportation. Also, U.S. agri- 
culture is heavily dependent on foreigr markets; between 
25 and 40 per cent of production of cotton, wheat, rice, 
fats and oils, and tobacco is sold abroad. 

The importance of U.S. imports is greater than the 
ratio of imports to gross national product (3 per cent) 
would suggest. Imports of many materials are absolutely 
essential to industry, and the United States is particularly 
dependent on foodstuffs of tropical origin. 

One of the reports states that the average rate of duty 
on dutiable imports is now 12 per cent, compared with 
more than 50 per cent before passage of the Reciprocal 
Trade Agreements Act in 1934. Bilateral and multilateral 


tariff reductions have greatly contributed to the expan- 
sion of U.S. foreign trade. 

Discussing the difficulties of comparing the tariff levels 
of various countries, the fourth report points out that 
even an identical rate of duty on an identical commodity 
may have a very different significance as to its restrictive 
effect in different countries. For example, in a country 
where the item is not produced and the tariff is imposed 
only for revenue purposes, its restrictive effects may be 
negligible; but the same tariff imposed by another coun- 
try where the item is produced on a substantial scale 
may be highly restrictive. Therefore, for this as well as 
other reasons, it must be concluded that the ratio of the 
duty collections of a country to its imports cannot be 
relied upon as a true or adequate indication of a nation’s 
tariff level. 

Source: Department of Commerce, Press Release, Wash- 


ington, D. C., December 12, 1957. 


U.S. Cotton Crop 


The U.S. cotton crop for 1957, which in November 
had been estimated by the Department of Agriculture at 
11.8 million bales, is now estimated at 11.0 million bales. 
(The 1956 crop was 13.3 million bales, compared with a 
ten-year average of 13.7 million bales. The revised 
estimate implies a reduction in raw cotton production 
of 17 per cent, instead of the estimated smaller percentage 
reported by the U.S. representative at the Twelfth Session 
of GATT; see this News Survey, Vol. X, p. 193.) The 
crop indicated for 1957 would fall far short of the 
domestic and export requirements, which are estimated 
at 14 million bales for the current marketing year. How- 
ever, the estimated cotton crop is supplemented by sur- 
plus supplies, totaling about 11.2 million bales, from 
previous crops, a large part of which is stored under 
the Government’s farm price-support program. It is esti- 
mated officially that the 1957 harvested acreage will 
total 13.5 million acres, compared with 15.6 million 
acres last year and 22.0 million for the ten-year average. 
The smaller size of this year’s crop is attributed to the 
impact of the Government’s soil bank program and to 
adverse weather conditions, which have reduced yields 
per acre. 

Source: The Journal of Commerce, New York, N. Y., 
December 10, 1957. 


Foreign Trade and Capital Movements in Canada 


Both imports and exports of Canada in October were 
below those in October 1956. The decline in imports 
was nearly sufficient to wipe out the gain of the previous 
nine months, so that the cumulative value for the ten- 
month period, $4.78 billion, was practically the same 
as a year earlier. But since exports increased slightly, 
from $4.03 billion in 1956 to $4.05 billion in 1957, the 
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trade deficit, at $730 million, was a little less. than last 
year. 


In trade with the United States, a decline of 1.7 per 
cent between January-October 1956 and January-October 
1957 in Canadian purchases, and an increase of 1.6 per 
cent in exports, reduced the trade deficit with that coun- 
try by $100 million, to less than $1 billion. For the 
whole year 1956, the trade deficit with the United States 
had been $1.3 billion. 

The net capital inflow into Canada from security 
transactions fell off sharply in the third quarter of 1957, 
owing to a heavy reduction in the proceeds of provincial 
and corporate issues sold abroad. This may be partly 
the result of measures taken in several countries to 
stabilize the value of their currencies. The total sales 
balance was $134 million during the quarter, a decrease 
of more than a half from the peak inflow reached in the 
preceding quarter and of about $100 million from the 
third quarter of 1956. 


Foreign purchases of new issues fell to $140 million 
in the third quarter of 1957, from $280 million in the 
second. This was the lowest level since the first quarter 
of 1956. Almost 90 per cent of the new issues sold to 
nonresidents during the quarter were purchased by resi- 
dents of the United States. 


The quarterly figures of trade in outstanding securities 
do not show much change in the third quarter from pre- 
vious quarters. But while there were net sales with the 
United States, the United Kingdom, and with other over- 
seas countries in July and August, securities repurchased 
from the United States and from the United Kingdom in 
September led to a monthly capital export for the first 
time since 1956. Residents of the United Kingdom were, 
on balance, sellers of Canadian stocks after a long period 
of considerable buying. The total inflow of capital 
arising from transactions in portfolio securities during 
the first three quarters of 1957 was $675 million, still 
$140 million more than last year. 


The value of the Canadian dollar, which had fallen 
from a peak of US$1.06 on August 20 to US$1.03 in 
early October, subsequently rose to more than US$1.04 
at the end of October, but declined again in the second 
half of November. It sold at US$1.0192 on December 18. 
Sources: Dominion Bureau of Statistics, Sales and Pur- 

chases of Securities Between Canada and Other 
Countries, Ottawa, Canada, September 1957; 
Winnipeg Free Press, Winnipeg, Canada, De- 
cember 5, 1957; The Journal of Commerce, 
New York, N. Y., December 19, 1957. 


Canadian Tax Policy 


A change in taxation announced by the Canadian Gov- 
ernment will result in a slight reduction in income taxes 
after January 1, 1958, a cut from 47 per cent to 20 per 


cent in corporation taxes on, profits of between $20,000 
and $25,000, some tax reductions for corporations with 
profits of more than $25,000, and a reduction from 10 per 
cent to 71 per cent in the excise tax on motorcars, effec- 
tive December 7. The cost of the tax reductions for a full 
fiscal year is estimated at $178 million. Although govern- 
ment expenditures this year have been increased con- 
siderably over those in the original budget, the Govern- 
ment forecasts a surplus of $106 million for the current 
fiscal year ending March 31, 1958. 

Source: The Globe and Mail, Toronto, Canada, Decem- 

ber 7, 1957. 


Latin America 


Credit Restrictions in Peru 
In, contrast .to,.1956,..when,the Central, Reserve, Bank 


of Peru purchased excess dollars in the exchange market 
and thus brought its reserves to US$41.7 million by the 
end of the year, the Bank has found it necessary in 1957 
to sell $33.7 million of its reserves. In an effort to curtail 
imports and maintain exchange stability, the commercial 
banks have been instructed to exercise extreme restraint 
in the granting of credits. December 31 has been set as 
the time limit for them to satisfy the legal reserve require- 
ments. There are basic reserve requirements of 24 per 
cent for all demand deposits and of 12 per cent for all 
time deposits, and supplementary requirements of 45 per 
cent for all deposits received between July 1, 1956 and 
February 28, 1957, and of 69 per cent for demand de- 
posits and 57 per cent for time deposits received after 
February 28, 1957. These requirements leave only a 
small margin for loans, and, in view of the high interest 
paid on credit balances, some banks have abstained 
from seeking new deposits, There was a net decline 
of bank deposits in October, and commercial banks are 
having more frequent recourse to the central bank’s 
rediscount facilities. 

Source: Banco Continental, News, Letter, Lima, , Peru, 

December 9, 1957. 


Other Countries 


Credit Policy in Australia 


The Commonwealth Bank of Australia has approved a 
slight easing of credit restrictions by trading banks; the 
extent of the increase in bank lending will be kept under 
review in the light of conditions as they develop. 

Major trading banks were advised that the Common- 
wealth Bank considered appropriate a rate of lending 
which would result. in. some increase in advances during 
the current fiscal year. There is need to meet reasonable 
requirements of customers which arise from adverse 
seasonal conditions and to maintain a balanced growth in 
the economy. However, it is still central. bank policy not 
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to make bank advances available for hire-purchase 
financing. 


Source: The Financial Times, London, England, Decem- 
ber 10, 1957. 


Wheat Output in Australia 


Despite the fact that Australia is now beginning to 
harvest its smallest wheat crop since the 1944-45 drought, 
production will be sufficient for domestic needs and there 
will be a small surplus for exports. A month ago it 
appeared that output would be just enough to cover 
domestic consumption of about 60 million bushels, but 
since then rain has added from 11 million to 15 million 
bushels to the estimate of the marketable crop. By run- 
ning down the present stocks of 42 million bushels to a 
minimum of 20 million bushels, it should be possible to 
export between 33 million and 37 million bushels in the 
1957-58 wheat year, which began this month. 

Although the Commonwealth Government last month 
rejected, for the time being, proposals to import 20 
million bushels, wheat trade circles are still hopeful that 
imports of perhaps 10 million bushels will eventually 
be permitted. Imports are being sought to release more 
domestic production for sales abroad, to hold the trade 
both in traditional markets and in those where a firmer 
foothold has recently been gained. Even if imports are 
allowed, Australia’s exportable wheat will go less than 
half way toward supplying the potential market, which 
is estimated again this year at almost 100 million bushels. 
Because of the reduced wheat exports, the decrease in 
earnings is expected to amount to about £A 45 million. 
Source: The Financial Times, London, England, Decem- 

ber 3, 1957. 


New Zealand’s Overseas Payments 


New Zealand’s overseas exchange transactions during 
October showed a deficit of £NZ 15.2 million, compared 
with a deficit of £NZ 5.0 million in October 1956. For 
the year ended October 1957, the deficit was £NZ 14.2 
million, whereas in the year ended October 1956 a surplus 
of £NZ 4.6 million had been recorded. 

Despite a fall of £NZ 17.2 million in receipts from 
exports of butter and cheese, total export receipts rose 
by £NZ 6.2 million, to £NZ 287.0 million, during the year 
ended October 1957. The improvement was due prin- 
cipally to higher receipts from wool exports, but meat 
and other exports also were higher. On the other hand, 
payments for imports were £NZ 284.7 million, or 
£NZ 22.0 million above those in the year ended Octo- 
ber 1956. 

Commenting on these data, the Minister of Industries 
and Commerce said that, because of lower interest rates, 
exporters have tended to finance their exports in New 
Zealand rather than in the United Kingdom. For this 
and certain other reasons, receipts from exports are 


coming in later this year. Moreover, the forward ton- 
ages received from the shipping companies indicate that 
there will be a sharp decline in imports from the end 
of this year onward; imports have been running at a 
high level, which usually happens about every third year. 
Next year, with a lower rate of imports and the pros- 
pects of good receipts, despite the present lower returns 
for dairy products, New Zealand’s overseas assets will 
accumulate rapidly, as they have done in the past after a 
similar set of circumstances. 


Source: Reserve Bank of New Zealand, New Zealand 
News Review, Wellington, New Zealand, Novem- 
ber 23, 1957. 


South African Gold Production 


South Africa’s gold output in the third quarter of 1957 
was 4,377,589 fine ounces, compared with 4,106,142 fine 
ounces in July-September 1956. Average daily output 
in the third quarter of this year was 55,465 fine ounces, 
against 52,027 fine ounces in the same quarter of 1956. 
The number of natives employed by members of the 
Witwatersrand Native Labor Association was somewhat 
lower at the end of every month of the third quarter 
than at the corresponding dates in 1956; at the end of 
September 1957 the total was 315,955, whereas a year 
earlier it had been 320,687. 


For the first nine months of 1957, gold output totaled 
12.75 million fine ounces valued at £159.30 million, 
against 11.86 million fine ounces valued at £147.98 mil- 
lion in the same period of 1956. Although most of the 
increase was due to an expansion in operations in the 
Orange Free State—production in this Province rising 
from 2.33 million fine ounces to 2.79 million fine ounces 
—output on the Witwatersrand also increased from 
9.15 million fine ounces in January-September 1956 to 
9.59 million fine ounces in the first nine months of 1957, 
despite the closure of some marginal mines this year. 


Source: The Standard Bank of South Africa, The Stand- 
ard Bank Review, London, England, November 
1957. 
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